AMENDED IN ASSEMBLY APRIL 1, 2003

CALIFORNIA LEGISLATURE—2003-04 REGULAR SESSION

ASSEMBLY BILL No. 1690

Introduced by Assembly Member Leno

)

(Coauthors: Assembiy Members Bermudez, Calderon, Chavez,
Goldberg, Koretz, Lieber, Montanez, Pavley, Steinberg, and Vargas)

February 21, 2003

An act to add Article 4 (commencing with Section 55650) to Chapter
4 of Part 2 of Division 2 of Title 5 of the Government Code, and to
amend Sectio7041.5 of, and to add Section 99.3 to, the Revenue and
Taxation Code, relating to local government.

LEGISLATIVE COUNSELS DIGEST

AB 1690, as amended, Leno. Fire protection finance agencies.

Underexisting law, local fire protection services may be provided by,
among other entities, a fire protection district, which may comprise
territory including cities or counties, by a fire department or company
organized in an unincorporated town, or by a fire department
established by a city or county.

This bill would authorize any city, county, city and county to form
a—fire—preteetionpublic safetyfinance agency for the purposes of
supplementing fire protectiomr police or sheriff services and
financing needed capital improvements for its @rgolice or sheriff’s
department or for any other public agency that provides fire protection
or police or sheriffservices within its boundaries.
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Existing law provides that, with the exception of a business license
tax, a city, county, city and county, or any other local entity may not
impose or collect a local income tax.

This bill would authorize any city, county, or city and county that
forms a—fire—pretectiopublic safetyfinance agency to levy a local
general income tax, if that tax is approved by a majority of the voters
voting on that tax.

This bill would also require, in the case of a local government that
has both formed a—fire—pretectigqublic safetyfinance agency and
adopted a local income tax, that property tax revenue be annually
assigned to the-fireprotectiqqublic safetyfinance agency, from the
forming local government, in an amount that is equal-te 80% of
the amount of revenues estimated to be collected from the local income
tax in the first 12 months of impositiorhis bill would alsoequire the
governing board of a public safety finance agency to annually allocate
these revenues according to a specified formula. By imposing new
revenue allocation duties upon local officials, this bill would impose a
state-mandated local program.

The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that
reimbursement, including the creation of a State Mandates Claims
Fund to pay the costs of mandates that do not exceed $1,000,000
statewideand other pocedures for claimg/hose statewide costs exceed
$1,000,000.

This bill would provide that, if the Commission on State Mandates
determines that the bill contains costs mandated by the state,
reimbursemerior those costs shall be made pursuant to these statutory
provisions.

Vote: majority. Appropriation: no. Fiscal committee: vyes.
State-mandated local program: yes

The people of the State of California do enact as follows:
SECTION 1. Article 4 (commencing with Section 55650) is

added to Chapter 4 of Part 2 of Division 2 of Title 5 of the
Government Code, to read:

A OWNPE
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—3— AB 1690
Artiele4—Fre ProtectionHranee-Ageneies

Article 4. Public Safety Finance Agency

55650. (a) Any city, county, or city and coumbay form, by
' ; f i ' se of

er-city-and-eeuntyordinance, a public safety finance agency for
the following purposes:

(1) To supplement fire protection services and finance needed
capital improvements for its fire department or other outside
agency that provides structural fire protection services within the
boundaries of that city, county, or city and county.

(2) To supplement police or sheriff services and finance needed
capitalimprovements for its police or sheriff’s department or other
outside agency that provides police or sheriff services within the
boundaries of that city, county, or city and county.

(b) In the case of a city, county, or city and county that does not
directly provide either its own fire protection services or its own
police or sheriff services, or both, that portion of the funds of the
public safety protection agency that are available for the category
of services not directly provided may be made available only to the
outside agency that directly provides that same category of
services within the boundaries of the city, county, or city and
county.

(c) When a decision, determination, or other action by-the fire
preteetionpublic safetyfinance agency formed pursuant to this
section is required by this article, the governing body of that
agencymay not delegate the obligation to decide, determine, or act
to another entity, unless this article specifically provides for that
delegation.
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(d) A fire—pretectionpublic safetyfinance agency formed
pursuant to this section may, in addition to any funds provided by

the city, county, or city and county that formed-the—distheat
agency accept financial assistance from the state or federal
government or any public or private source for any purpose set
forth in subdivision (a).

(e) All funds of afire-pretectiopublic safetyfinance agency
formed pursuant to this section shall be held in trust for the
purposes set forth in subdivision (a) and may not be utilized to
supplant other funds applied to fire protectavrpolice or sheriff
services

SEC. 2. Section 99.3 is added to the Revenue and Taxation
Code, to read:

99.3. For the purposes of the computations required by this
chapter:

(a) If afireprotectorpublic safetyfinance agency is formed
by a city, county, or city and county ordinance pursuant to Section
55650 ofthe Government Code and is located within a city, county,
or city and county for which an income tax authorized by
subdivision (b) of Section 17041.5 has been approved by the
voters, the auditor shall assign to thatfire-pretecpablic safety
finance agency that portion of the annual property tax revenue
allocation determined pursuant3ection 96 osubdivision (a) of
Section96.1 for that city, county, or city and county in an amount
equal to-3®0 percent of the amount estimated by the Franchise
Tax Board pursuant to subdivision (c) to be collected on behalf of
the city, county, or city and county during the first 12 months in
which the income tax is imposdd. each fiscal year that follows
a fiscal year in which an assignment of ad valorem property tax
revenues isnade pursuant to this subdivision, ad valoreopprty
tax revenue allocations made pursuant to Sections 96.1 and 96.5
shall fully reflect the allocation adjustments required by that
assignment. In each fiscal year, the governing board of a public
safety finance agency shall allocate the property tax revenues it
receives under this subdivision according to the following:

(1) Forty percent for the purposes described in paragraph (1)
of subdivision (a) of Section 55650 of the Government Code.

(2) Forty percent for the purposes described in paragraph (2)
of subdivision (a) of Section 55650 of the Government Code.
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—5— AB 1690

(3) Twenty percent for the purposes specified in subdivision (a)
of Section 55650 of the Government Code as specified in a written
agreement between the following parties:

(A) The chief fire official that directly provides public safety
services in the city, county, or city and county that formed the
public safety finance agency.

(B) As applicable, the sheriff or police chief that directly
provides public safety services in the city, county, or city and
county that formed the public safety finance agency.

(b) Upon the approval of an income tax authorized by
subdivision (b) of Section 17041.5, the imposing city, county, or
city and county shall give notice of that approval to the Franchise
Tax Board, and to the assessor and auditor of the county within
which the territory subject to the—fire—preteetipnblic safety
financeagency is located. This notice shall specify the city, county,
or city and county that has approved the imposition of the income
tax.

(c) The-beardrranchise Tax Boardhall, within 60 days of
notice of the approval of the tax authorized by subdivision (b) of
Section 17041.5, estimate, based upon historical data on state
incometax collections for residents of that city, county, or city and
county, the amount of tax to be collected on behalf of the city,
county, or city and county in the first 12 months in which that tax
is imposed. The-beaftanchise Tax Boarghall notify the county
auditor of its estimate.

(d) (1) The county assessor shall provide to the county auditor,
within 30 days of the notice of approval of an income tax
authorized by subdivision (b) of Section 17041.5, a report that
identifies the assessed valuations for the tax rate areas within the
jurisdiction of the-firepretectiopublic safetyfinance agency.

(2) The auditor shall estimate the amount of property tax
revenue derived from the tax rate areas that are within the
jurisdiction of the-firepretectiopublic safetyfinance agency.

(3) The auditor shall estimate that portion of the property tax
revenuedetermined pursuant to paragraphtf2} is to be assigned
to the -fire—preteetiorpublic safetyfinance agency pursuant to
subdivision (a).

(4) The auditor shall, within 45 days of receipt of the notice
under subdivision (c), notify the governing body of the city,
county, or city and county that formed the-fire-pretecpablic
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safetyfinance agency of the assignment to be made pursuant to
subdivision (a).

SEC. 3. Section 17041.5 of the Revenue and Taxation Code
is amended to read:

17041.5. (a) Except as provided in subdivision (b),
notwithstanding any statute, ordinance, regulation, rule or
decision to the contrary, no city, county, city and county,
governmental subdivision, district, public and quasi-public
corporation, municipal corporation, whether incorporated or not
or whether chartered or not, shall levy or collect or cause to be
levied or collected any tax upon the income, or any part thereof,
of any person, resident or nonresident.

(b) (1) Any city, county, or city and county that has formed a
fire-preteetiorpublic safetyfinance agency by ordinance pursuant
to Section 55650 of the Government Code may levy a general tax
upon the taxable income of any person residing therein for each
taxable year beginning on or after January 1, 2004. The tax may
not exceed an amount equal to the net tax imposed under Section
17039 multiplied by:

(A) Eight percent with respect to a tax levied by a city.

(B) Two percent with respect to a tax levied by a county.

(C) Ten percent with respect to a tax levied by a city and county.

(2) Any ordinance-erreselgticadopted by a city, county, or
city and county for the purpose of levyigaofax on income shall
be subject to approval by a majority of the voters voting on that
issue at an election.

(3) A tax imposed under this subdivision shall be administered
and collected by the board, in the same manner as taxes are
administered and collected pursuant to Part 10.5 (commencing
with Section 18401).

(4) The board shall remit the taxes collected, less the board’s
costs of administration, within 60 days after those revenues are
reported and collected.

(c) This sectionmay not be construed so as to prohibit the levy
or collection of any otherwise authorized license tax upon a
business measured by or according to gross receipts.

SEC. 4. Notwithstanding Section 17610 of the Government
Code, if the Commission on State Mandates determines that this
act contains costs mandated by the state, reimbursement to local
agencies and school districts for those costs shall be made
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pursuant to Part 7 (commencing with Section 17500) of Division

4 of Title 2 of the Government Code. If the statewide cost of the
claim for reimbursement does not exceed one million dollars

($1,000,000), reimbursement shall be made from the State
Mandates Claims Fund.
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